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sense, recognition that profit is com-
pensation to contractors for the entre-
preneurial function of organizing and 
managing resources (including capital 
resources), and the assumption of risk 
that all costs of performance (oper-
ating and capital) may not be reim-
bursable. 

(b) The best approach calls for a 
structure that allows judgmental eval-
uation and determination of fee dollars 
for prescribed factors which impact the 
need for, and the rewards associated 
with, fee or profit, as follows. 

(1) Management risk relating to per-
formance, including the 

(i) Quality and diversity of principal 
work tasks required to do the job, 

(ii) Labor intensity of the job, 
(iii) Special control problems, and 
(iv) Advance planning, forecasting 

and other such requirements; 
(2) The presence or absence of finan-

cial risk, including the type and terms 
of the contract; 

(3) The relative difficulty of work, in-
cluding consideration of technical and 
administrative knowledge, skill, expe-
rience and clarity of technical speci-
fications; 

(4) Degree and amount of contract 
work required to be performed by and 
with the contractor’s own resources, 
including the extent to which the con-
tractor contributes plant, equipment, 
computers, or working capital (labor, 
etc.); 

(5) Duration of project; 
(6) Size of operation; 
(7) Benefits which may accrue to the 

contractor from gaining experience and 
know-how, from establishing or en-
hancing a reputation, or from being en-
abled to hold or expand a staff whose 
loyalties are primarily to the con-
tractor; and 

(8) Other special considerations, in-
cluding support of Government pro-
grams such as those relating to small, 
small disadvantaged, and women- 
owned small business in subcon-
tracting, energy conservation, etc. 

(c) The total fee objective and 
amount for a particular negotiation is 
established by judgmental consider-
ations of the factors in paragraph (b) of 
this section, assigning fee values as 
deemed appropriate for each factor and 
totaling the resulting amounts. 

(d) In recognition of the complexities 
of this process, and to assist in pro-
moting a reasonable degree of consist-
ency and uniformity in its application, 
fee schedules have been developed 
which set forth maximum fee amounts 
that contracting activities are allowed 
to negotiate for a particular trans-
action without obtaining prior ap-
proval of the Procurement Executive. 
In addition, the fee negotiation objec-
tive established in accordance with 48 
CFR 915.404–4–71–3(a), (b), and (c) shall 
not exceed the applicable fee schedule 
amounts without prior approval of the 
Procurement Executive. To facilitate 
application to a contract, the fee 
amounts are related to the total cost 
base which is defined as total operating 
and capital costs. 

915.404–4–71–4 Considerations affect-
ing fee amounts. 

(a) In selecting final fee amounts for 
the various factors in 48 CFR 915.404–4– 
71–3 of this section, the DOE negoti-
ating official will have to make several 
judgments as discussed in this sub-
section. 

(b) Complexity of a construction 
project shall be considered by analysis 
of its major parts. For a project which 
includes items of work of different de-
grees of complexity, a single average 
classification should be considered, or 
the work should be divided into sepa-
rate classifications. The following class 
identifications are appropriate for 
proper fee determinations. 

(1) Class A—Manufacturing plants in-
volving operations requiring a high de-
gree of design layout or process con-
trol; nuclear reactors; atomic particle 
accelerators; complex laboratories or 
industrial units especially designed for 
handling radioactive materials. 

(2) Class B—Normal manufacturing 
processes and assembly operations such 
as ore dressing, metal working plant 
and simple processing plants; power 
plants and accessory switching and 
transformer stations; water treatment 
plants; sewage disposal plants; hos-
pitals; and ordinary laboratories. 

(3) Class C—Permanent administra-
tive and general service buildings, per-
manent housing, roads, railroads, grad-
ing, sewers, storm drains, and water 
and power distribution systems. 
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(4) Class D—Construction camps and 
facilities and other construction of a 
temporary nature. 

(c) Normal management elements of 
principal tasks relating to a construc-
tion contract cover several categories 
of tasks with differing rates of applica-
tion throughout the construction pe-
riod. The principal elements of man-
agement effort are outlined in this 
paragraph. Although each project has a 
total management value equal to 100% 
for all elements, the distribution of ef-
fort among the various elements will 
be different for each project due to dif-
ferences in project character or size. 
The basic management elements and 
the normal range of efforts expected to 
apply for a normal sized project are as 
follows. When the normally expected 
effort will not be performed by a con-
tractor, this fact should be considered 
in arriving at appropriate fee amounts. 

Management elements 

Effort range 

Min-
imum 

Max-
imum 

I. Broad project planning. Overall 
project planning and scheduling, es-
tablishment of key project organiza-
tion and consultation with the A-E 
and DOE. Performed by highest level 
of contractor’s officers, technical per-
sonnel and project manager .............. 15 25 

II. Field planning. Mobilization and de-
mobilization of top field organization 
from the contractor’s existing organi-
zation and from other sources as 
necessary. Detailed project planning 
and scheduling for construction of fa-
cilities. Performed by the project 
manager and top field professional 
staff .................................................... 18 28 

III. Labor supervision. Direct super-
vision of manual employees. Per-
formed by contractor’s subprofes-
sional staff, such as superintendents 
and foremen (some salaried and 
some hourly rate). This includes the 
contractor’s personnel to coordinate 
and expedite the work of Subcontrac-
tors ..................................................... 12 16 

IV. Acquisition and subcontracting. Ac-
quisition of other than special equip-
ment. Selection of subcontractors 
and execution and administration of 
subcontracts. Performed by contrac-
tor’s staff under supervision and di-
rection of elements I and II ................ 12 16 

V. Labor relations and recruit-ment 
(manual). Performed by the contrac-
tor’s staff under supervision and di-
rection of elements I, II and III. This 
includes demobilization of work 
forces ................................................. 7 11 

Management elements 

Effort range 

Min-
imum 

Max-
imum 

VI. Recruitment of supervisory staff. 
Staffing required to supplement the 
organization under elements I and II, 
and demobilization during completion 
of the project. Performed by contrac-
tor’s permanent staff and recruitment 
personnel under supervision and di-
rection of management elements I 
and II .................................................. 4 6 

VII. Expediting. Expediting contracting 
performed by contractor’s staff and 
by subcontractors. Performed by con-
tractor’s staff under supervision and 
direction of elements I and II ............. 4 6 

VIII. Construction equipment oper-
ations. This includes mobilization and 
demobilization. Performed by con-
tractor’s staff under supervision, di-
rection and coordination of elements 
I, II, and IV ......................................... 4 6 

IX. Other services. Timekeeping, cost 
accounting, estimating, reporting, se-
curity, etc., by the contractor’s staff 
under supervision and direction of 
elements I and II ................................ 4 6 

(d) Fee considerations dealing with 
the duration of a project are usually 
provided by the consideration given to 
the degree of complexity and mag-
nitude of the work. In only very un-
usual circumstances should it be nec-
essary to separately weight, positively 
or negatively, for the period of services 
or length of time involved in the 
project when determining fee levels. 

(e) The size of the operation is to a 
considerable degree a continuation of 
the complexity factor, and the degree 
and amount of work required to be per-
formed by and with the contractor’s 
own resources. Generally, no separate 
weighting, positively or negatively, is 
required for consideration of those fac-
tors. 

(f) The degree and amount of work 
required to be performed by and with 
the contractor’s own resources affect 
the level of fees. Reasonable fees 
should be based on expectations of 
complete construction services nor-
mally associated with a construction 
or construction management contract. 
In the case of a construction contract, 
reduced services can be in the form of 
excessive subcontracting or supporting 
acquisition actions and labor relations 
interfaces being made by the govern-
ment. If an unusual amount of such 
work is performed by other than the 
contractor, it will be necessary to 
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make downward adjustments in the fee 
levels to provide for the reduction in 
services required. 

(g) The type of contract to be nego-
tiated and the anticipated contractor 
cost risk shall be considered in estab-
lishing the appropriate fee objective 
for the contract. 

(h) When a contract calls for the con-
tractor to use its own resources, in-
cluding facilities and equipment, and 
to make its own cost investment (i.e., 
when there is no letter-of-credit fi-
nancing), a positive impact on the fee 
amount shall be reflected. 

915.404–4–71–5 Fee schedules. 
(a) The schedules included in this 

paragraph, adjusted in accordance with 
provisions of this section and 48 CFR 
915.404–4–71–6, provide maximum fee 
levels for construction and construc-
tion management contracts. The fees 
are related to the estimated cost (fee 
base) for the construction work and 
services to be performed. The schedule 
in paragraph (d) of this section sets 
forth the basic fee schedule for con-
struction contracts. The schedule in 
paragraph (f) of this section sets forth 
the basic fee schedule for construction 
management contracts. A separate 
schedule in paragraph (h) of this sec-
tion has been developed for deter-
mining the fee applicable to special 
equipment purchases and to reflect a 
differing level of fee consideration as-
sociated with the subcontractor effort 
under construction management con-
tracts. (See 48 CFR 915.404–4–71–6(c) and 
915.404–4–71–6(d)). 

(b) The schedules cited in paragraph 
(a) of this section provide the max-
imum fee amount for a CPFF contract 
arrangement. If a fixed-price type con-
tract is to be awarded, the fee amount 
set forth in the fee schedules shall be 
increased by an amount not to exceed 4 
percent of the fee base. 

(c) The fee schedule shown in para-
graphs (d) and (f) of this section as-
sumes a letter of credit financing ar-
rangement. If a contract provides for 
or requires the contractor to make 
their own cost investment for contract 
performance (i.e., when there is no let-
ter-of-credit financing), the fee 
amounts set forth in the fee schedules 
shall be increased by an amount equal 

to 5 percent of the fee amount as deter-
mined from the schedules. 

(d) The following schedule sets forth 
the base for construction contracts: 

CONSTRUCTION CONTRACTS SCHEDULE 

Fee base (dollars) Fee (dol-
lars) 

Fee 
(per 
cent) 

Incr. 
(per 
cent) 

Up to $1 Million ......................... .................... ........ 5.47 
1,000,000 ................................... 54,700 5.47 3.88 
3,000,000 ................................... 132,374 4.41 3.28 
5,000,000 ................................... 198,014 3.96 2.87 
10,000,000 ................................. 341,328 3.41 2.60 
15,000,000 ................................. 471,514 3.14 2.20 
25,000,000 ................................. 691,408 2.77 1.95 
40,000,000 ................................. 984,600 2.46 1.73 
60,000,000 ................................. 1,330,304 2.22 1.56 
80,000,000 ................................. 1,643,188 2.05 1.41 
100,000,000 ............................... 1,924,346 1.92 1.26 
150,000,000 ............................... 2,552,302 1.70 1.09 
200,000,000 ............................... 3,094,926 1.55 0.80 
300,000,000 ............................... 3,897,922 1.30 0.68 
400,000,000 ............................... 4,581,672 1.15 0.57 
500,000,000 ............................... 5,148,364 1.03 
Over $500 Million ...................... 5,148,364 ........ 0.57 

(e) When using the Construction Con-
tracts Schedule for establishing max-
imum payable basic fees, the following 
adjustments shall be made to the 
Schedule fee amounts for complexity 
levels, excessive subcontracting, nor-
mal contractor services performed by 
the government or another contractor: 

(1) The target fee amounts, set forth 
in the fee schedule, shall not be ad-
justed for a Class A project, which is 
maximum complexity. A Class B 
project requires a 10 percent reduction 
in amounts. Class C and D projects re-
quire a 20 percent and 30 percent reduc-
tion, respectively. The various classes 
are defined in 48 CFR 915.404–4–71–4(b). 

(2) The target fee schedule provides 
for 45 percent of the contract work to 
be subcontracted for such things as 
electrical and other specialties. Exces-
sive subcontracting results when such 
efforts exceed 45 percent of the total 
contract work. To establish appro-
priate fee reductions for excessive sub-
contracting, the negotiating official 
should first determine the amount of 
subcontracting as a percentage of the 
total contract work. Next, the negoti-
ating official should determine a per-
centage by which the prime contrac-
tor’s normal requirement (based on a 
requirement for doing work with its 
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